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Means of Waqgf Optimizing based on Sukuk
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Abstract

Sukuk has been developed rapidly both in quality and quantity, this can be
proved by the rapid development in the international financial landscape
and is also regarded as the most successful financial products among
Islamic financial institutions in the realm of the world. As one of the long-
term financing instruments, sukuk has become an alternative funding to be
obtained for the investment and projects for governments and companies. In
Indonesia, the SBSN development has an outstanding value of Rp 298 trillion,
or equal with 13% from the total debt securities issued by the government
in September 2015 which showed the value of Rp 2.306 trillion. Sukuk is
essentially certificate of ownership of an asset (real project) that can be used
on a large scale to defray the construction of sukuk which are not included into
buying and selling securities in secondary market, but a financing. Sukuk has
assurance in the form of main asset (collateral assets) and serves as the basis for
the issuance of sukuk to avoid riba by the prerequis its elements that be traded.
The purpose of this article is to present a solution in optimizing the asset-based
sukuk that are asset of utilization waqf endowments given in Indonesia which
is not yet optimal. The method used is the study of literature. The conceptis
generated in the form of waqf asset utilization as underlying assets for sukuk.
Where the sukuk was issued through a Special Purpose Vehicle (SPV) as the
representative body nadzirin this Indonesian Waqf Board (IWB) to be leased
to investors. Sukuk is expected to support the optimization of endowment
assets to be more productive as well as a challenge to change consumption
patterns and preferences with their moral filter in the form of awareness of
social solidarity. As a result, the concept of Pareto optimum which does not
recognize the existence of a solution that does not require the sacrifice of the
minority (wealthy) in order to improve the welfare of the majority (poor) do not
apply anymore.

Keyword: sukuk, underlying assets, waqgf.

Introduction

The emergence of huge interest phenomenon in Islam finance industry recently was showed
by the appearance of Islam securities (sukuk), which has great ability to offer an innovative
financial solution. The products are not only able to extend the work contribution in conducting
the product innovation, but also the equal reverberate with others conventional capital market.
The products across the countries are actively considered by the alternative publisher company
lately, by the purpose of defray needs and investment (N. Huda & Nasution, 2007, p. 120).

Global finance market trend is going to be directed into disintermediation. In other words, the
role of capital market is more dominant than the role of banking system (financial intermediaries)
in terms of financing source allotment. Therefore, the capital market will be the future for the
economics and the financing system in the develop countries along with those which are
included into emerging markets as like in Indonesia. This is supported by the present of sukuk
in 2002 which is a penetration in the sharia capital market development in Indonesia because
of the ability to be an alternative obligation instrument (debt receipt) for companies that need
external financing source. In the development period especially in Indonesia, sukuk is expected
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being one of government mainstays to fund the infrastructure projects which becomes one of
the projects at the moment (Masyarakat Ekonomi Syariah (MES), 2015, p. 35).

As one of the long term funding instruments, sukuk can be said that it has been an alternative to
obtain investment and project donation for government and company (Azmat, Skully, & Brown,
2014; Saripudin, Mohamad, Mohd Razif, Abdullah, & Rahman, 2012; Zulkhibri, 2015). The sukuk
value of government on September 2015 is Rp 298 billion or 36 times higher than corporation
sukuk value which is Rp 8,28 billion. SBSN domination of corporation sukuk seems to raise
continually for further period by the consideration that it is posing to the plenty of infrastructure
projects in which the funding comes from sukuk publisher by the government (Masyarakat
Ekonomi Syariah (MES), 2015, p. 37). Further, it can be seen from the sukuk development which
is still keep on rise in 2015.

SUKUK
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Authentically, sukuk is the ownership of an asset (real project) that can be used in a great scale
for funding the establishment as sukuk is not a trade of valuable receipt at capital market,
rather than a funding. Sukuk gets collateral in the sort of underlying asset and it becomes sukuk
publication functioned to avoid usury and prerequisite that can be traded as it is asserted in DSN
MUI binding rules about the public certainty of SBSN point 2 that is “SBSN asset is SBSN funding
object and or The State Owned Good (BMN/Barang Milik Negara) that has economic value in the
sort of land or building regarding to the SBSN publication for publication the basis of SBSN". This
becomes the guidance of sukuk publication.

However, there is nothing about the movement of real asset to the sukuk stakeholders in the
sukuk reality operation. Asset movement is just formality in the sukuk agreement as it is attached
in the sukuk term sheet. The sukuk principle implementation in Islam has been relied on al-
Qur’an surah al-Bagarah (2): 282 about the command of writing of debt, that is: “you who believe!
When you deal with each other in contracting a debt for a fixed time, then write it down; and let a
scribe write it down between you with fairness; and the scribe should not refuse to write as Allah has
taught him,...”

The meaning of that verse has been discussed deeply by an expert of Figh Academy Jeddah,
and has been uttered the judgment no 5 in 1988, by determining that (1) the amount of asset
collection can be represented in an official document or bonds and (2) bonds or the official
document intended can be traded based on the market price and the amount composition of
the asset that is showed by the security consisted of the physic asset and financial right, with
only a few of cash and debt in personal business.

Based on the observation conducted by Abozaid & Al-Jarhi (2010), the traded asset value from
almost the whole sukuk publications are not equal with the market price, which is adjusted
with the total fund desired by the sukuk publisher. If the sukuk publisher has the real trading
asset ownership transaction, the asset book value should suitable with the market price in
the execution of asset selling. Hence, this observation showed that the published sukuk is not
supported by the real asset, rather than just as a tool to lend money in other common obligation
receipt. Based on Dusuki & Moktar (2010) and Dusuki (2010), the effect of inexistence of asset
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movement is when the sukuk default occurred, the sukuk holders just get the rest of collateral
total that have been agreed by the sukuk publisher and if there is surplus from an asset value, the
sukuk holders don't have any right of surplus from an asset of that sukuk (Nazar, 2011)

Thus, the writer serves a concept of solution toward the sukuk optimization based on waqgf
asset, considering the utilization of wagf asset in Indonesia hasn’t been optimum yet. As one of
Islam philanthropist, wadf is the public asset that is able to create solution in a country by the
intention to diminish poverty and raise the prosperity by maximizing the utilization. Based on
the data from the Ministry of Religious Affairs of Indonesia, the land width of waqgf in Indonesia
in 2012 is 3.492.045.373, 754 m?spread to the 420.003 location of Indonesia or equal with two
times wider of Singapore. The land area is supposed to be productive. Nevertheless, the waqf
land hasn't been worked optimum. Moreover, there are a lot of abandoned area and cannot give
benefit for society prosperity (Rozalinda, 2015, p. 3).

Based on the survey conducted by Center For The Studi Of Religion And Culture (CSCR) related
to the waqgf property that is utilized productively, the number of areas in Indonesia showed 23%
by the details of 19% in the sort of field, meanwhile only 3% area that has been utilized for
shopping complex and 1% for fish farm.Whereas, it is beneficial if the area managed productively
to overcome the poverty (Rozalinda, 2015, pp. 4-5).

Based on the two cases previously, this journal discusses the optimization of sukuk based on
wagf by the expectation to be able to support asset optimization to be more productive and
also as a challenge to change the pattern and consumption preference by the existence of moral
filter in the sort of realization of social solidarity.

The method used in this journal is explorative which is conducted through literature study
about sukuk based waqf, sukuk al intifa and discover the studies from the previous research
about how to optimizing the waqgf through sukuk. This journal is expected to give contribution
as the reference of implementation for optimizing the sukuk based on waqf in Indonesia as it is
practiced in Saudi Arabia and Singapore.

The Empowerment of Waqf Property

The essence of Waqf is that one is available to support for those poor who are in need continually
and also as the main contributor in old concept and cannot be revoked (Stibbard, Russell, &
Bromley, 2012). Another side that hasn't been realization yet continually is the ability of waqf asset
produces or develops the income or financial capital. Both of those definitions are significant for
now and forever. Hence, the continual effort is needed to make a greater procurement of waqf
asset (Ambrose, Aslam, & Hanafi, 2015; Anderson, 1951; Haji Mohammad, 2015).

Mundzhir Qahaf asserted one of the characteristics of waqgf sunnah (optional religious duty)
in Islam is that all sorts are potential to be developed, particularly as a productive waqf asset.
Moreover, Qahaf gives analysis that wagf property tends to be exist in each period, then to
maintain the continuity of the wadf in his opinion is by set aside the Muslim of productive waqf
goods property for all religious members’ prosperity and as a part of the religion sensitivity
(Qahaf, 2004, p. 61).

The waqf administration productively is still little in terms of the system and amount. The
following are some models of the unmoved waqgf land empowerment. Before the waqgf land
empowerment was being conducted, there are some things should be done, among others are
(Wadjdy & Mursyid, 2007, pp. 117-123):

a. The waqf lands inventories that contain some information about: a) land area, b) land
location, ¢) land allotment, d) land wagf nadzir and other relevant matters.

b. Short, mid and long-term planning. The planning is supposed to relate with the
amount of work program in education and social field in the extend meaning, so it can
be obtained a depiction of some funds that are needed for every program and how
much fund will be produced through the use of waqgf lands productively.

c. By paying attention to the waqgf lands potential, it can be determined of the usage
priority, it is more beneficial to be used in education and social fields or to be managed
economically, so that the waqf lands will give high additional value for the waqf
organization itself. It can be done through mixed strategy, half of the wagf land
is used for education and social necessary permanently and the rest is used for the
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waqf land development to optimize the purpose of wadf itself. In the other words, the
combination of wagf lands development and the usage for productive purposes are
very ideal.

d. The management contemporary principles that is suitable to the Islam theory needs
to be applied in the wagf land management and development, meaning that the
wagf should be managed professionally by the professional manager. Thus, the hard
effort is the paramount thing. Hence, the study about the comparison of waqf in other
countries is needed to be conducted.

e. In some west countries, there is not a few “Foundation” or “Stichting” that have been
established, such as “Ford Foundation”, “Rockfeller Foundation’, etc. We may take the
extra of what they had been done from the side of management.

For an instance, there are a lot of wagf lands surrounding that is used to build a mosque or
Islamic school by leaving some meters to be used free. This unoccupied land can be built for
hall building and renting for the society. Meanwhile, the renting-fee income can be used for the
mosque or Islamic school maintenance.

That kind of waqf empowerment will create a new working field, more positive for Islam image,
establishing the words “it’s better to give than receive” and others social benefits. Hence, it is
the right time for the wagf nadzir to think harder for enabling the empowerment of the waqf
lands that have high economic value lands regarding to achieve the purpose that press the
importance meaning of the benefit for the society. In brief, wagf can be the solution for the
productive property development in the mid of society and the solution from the personal
selfishness and the government arbitrariness simultaneously (Haji Mohammad, 2011; Mohamad
Suhaimi, Ab Rahman, & Marican, 2014).

Specifically, waqf can help the public society activity as the form of caring to people and
the future generation (Anwar, 2015)which has caused an exponential increase in demands
on philanthropy and the non-profit sector. Islamic history is rich in philanthropy as charity is
advocated as a pivotal part of the religion. Islam provides economic frameworks, instruments
and unconventional approaches which can lead to reduced poverty and wealth inequality.
This study aims to provide insights how waqgf (endowment. This kind of social activity has been
legalized in Islam law as human needs, not only restricted for Muslim, but it also allocated for
non-Muslim society. In Islam law, it is approved that it can be allocated for non-Muslin and the
descent; however it is required for Muslim not to take that wagf.

Tabel 1. Tbm he Data of Waqf Land in Indonesia
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Source: Directory of Waqf Empowerment Indonesia Ministry of Religion dated March, 14 2014

Sukuk Application in Market

Sukuk (the plural form of ‘sakk’) is used by the Muslim society in the mid-century as a‘paper’that
is presenting the obligatory comes from trading and other commercial activities (Saputra, 2007,
p. 227). Based on the rule of DSN-MUI No.32/DSN-MUI/IX/2002: the syariah valuable receipt is
the long term valuable receipt based on syariah principles published by the issuer to the sukuk
holder in form of profit sharing and repay the obligation fund on the due date. Accounting
and Auditing Organisation for Islamic Finance Institutions (AAOIFI) defines sukuk as a certificate
from a value which is represented after the enroll closing, a receipt receives a certificate value
and used it in line with the plan, same thing with the part and tangible asset ownership, goods
or service or financial capital from a certain project or financial capital of a certain investment
activity (Saputra, 2007, p. 228).

In the picture 1 below, it can be explained the plot in which an obligation can give contribution
to the economic stability of a country. For an instance, Indonesia is exporting goods to the
overseas, and then the income in terms of foreign exchange can be gained in Dollar currency.
Surely, this currency cannot be used in the market goods or money directly in Indonesia, so it
is supposed to be exchanged into Rupiah in the foreign currency market or to the central bank.

Further, the agent of foreign currency market exchanges the amount of foreign currency to
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the central bank with the domestic currency. The condition in which foreign currency is more
dominant both in money changer and domestic goods market, the possibility for central bank
to fulfill the society necessary for domestic currency is more restricted, and also recognizing the
limitation of foreign exchange. Besides that, by the increasing of money circulation indicated
the high level of consumerism in the society that is absolutely implied to the high level of
inflation. Therefore, central bank endeavors to pervade several funds from the society regarding
to the monetary problems, thus central bank announce an obligation that can be owned by the
society, both personally and institutionally (Jusmaliani, 2008, pp. 357-358).

Central Bank

Domestic
Money/Goods Market

Foreign
Market (X)

Foreign Currancy
Market

Picture 1.1 Obligation Roles in the Market and the Difference Market Agent

AAQIFI, in the syariah standard about sukuk investment, discusses kinds of investment certificate
(called by sukuk), among others are (Ayyub, 2007, p. 396):

a. Ownership sukuk for the rented asset: to be divided in ownership sukuk for the right
of the existent asset utilization, ownership sukuk for the future asset that has been
described ownership sukuk for the service of certain party and the ownership sukuk of
the future service has been described.

Salam Sukuk
Istisna Sukuk
Murahabah Sukuk
Musyakarah Sukuk
Muzara’ah Sukuk
Musaqah Sukuk
Mugharasah Sukuk

SE o o0 o

There are some kinds of the sukuk itself, kind of contract that has the greatest potential that is
investment certificate based on syirkah, ijarah, salam dan istisna’ According to the base principle
of syariah, investment sukuk is supposed to be on the only one rule base and integrated so that it
is able to fulfill syariah principles. If it is not to be done, there will be a lot of parties who manage
or determine that rules, sukuk will not have the clear direction.

The margin level of sukuk will be variety; it depends at the selected kind of contract and the
outcome of sukuk implementation. Sukuk for the stable outcome can be conducted when the
third party exists as a guarantor, in this situation the utilized contract is the assurance contract.

The publisher or sukuk holder can adopt any permitted method in the handling and the risk
decreasing, by creating takaful fund through the contribution from certificate holder or looking
for protection from takaful company and pay for the contribution from the income when
the publication or the contribution from sukuk holder. It is allowed to set aside the margin
percentage to minimize fluctuation from the distributed margin. By requisite, the disclosure is
being conducted properly in the publication prospectus.

Sukuk Scheme ljarah Based Waqf

ljarah contract has been corrected in Al-Quran, Sunnah, jjma mufti and ‘urf study. Mazhab mufti
has also been studied deeply by resulting that nothing contradicts with syara’. Moreover, this
kind of contract can be further continued in the modern payment system as like financial capital
market. The developed ijarah contract in form of financial capital market is more recognized
by ijarah sukuk. It is sukuk certificate that is expelled based on the certain valid assets that have
economic value, consist of partition area, building, and other goods included to the valuable
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asset (Wahid, 2010, p. 117). The form of ijarah sukuk consist of (a) tangible assets, in which the
investor has a part of an asset and income related with ijjarah, (b) the beneficial importance for
investor to get the right of the asset rented that is getting the benefit of al-ijjarah by using sukuk.

ljarah is having high flexibility and great potential for sukuk publication, but some of the sukuk
ijarah characteristics or the agreement that involve in the process is the guidance of different
matter related with syariah. Based on the syariah rule, sukuk holder is supposed to carry on the
risk of the asset value and the cost together that relate with the ownership and divide the renting
fee by renting it to anyone. The possibility of unexpected fee related to the rented relevant asset
ownership and the possibility of failure, the level of margin can only be similar, not absolute or
cannot be changed or determined to follow certain benchmark. However, the level of margin in
the most of sukuk is absolute and cannot be modified. This aspect contains systemic risk that is
not appropriate with the syariah and also makes the base thing of Islam financial system is not
valid and contradicts with the investor aspiration which based on their belief.

In sukuk ijarah based on wadf, there are four parties involved at least, among others (1) Indonesia
Wagf Board (IWB/BWI) or nadzir, (2) developer, (3) the special porpose vehicle (SPV) as the
ijarah sukuk publisher, and (4) investor. The development of waqf property commercially is
conducted on the area of waqf land that is managed by IWB or nadzir by using the concept
of build, operate and transfer (BOT) through sukuk al-intifa’ publisher that is based on the
contract of jjarah mawsufah fi zimmah (Omar & Ab Rahman, 2013). Then, it will be rented to the
investor as the benefit usage by the contract of ijarah mawsufah fi zimmah. ljarah mawsufah fi
zimmah is unavailable rented asset or possessed by the lessor in the agreement time. However,
that agreement is based to the work by the lessor to give an asset based on the specification
agreement, value and time availability. The payment rented beyond this jjarah is the lessee right
to use the property in the future, in every time this property ready to be used. The mufti from
several ideologies of thought have been agreed to accept this ijarah (Securities Commission
Malaysia, 2009).

Sukuk al-intifa” is a proper instrument to finance the investment wagf. Besides it is a form of
syariah obedient since it is based to the ijarah contract, sukuk al-intifa’ has some characteristics
that make it into a beneficial financial instrument. The characteristics are as follow (Kholid,
Sukmana, & Hassan, 2009):

1. Renting security: sukuk holder will have the benefit from the rented asset used to other
party (the holder will surely have routine payment).

2. Trading tool in the secondary market/tradable: sukuk holder is able to sell the asset
(tradable) to other party (in the secondary market) when he need cash insist.

3. Changing of sukuk duration; the rented of asset duration can be changed or divided
into some periods of renting. The duration flexibility gives flow cash management
that is better for wagf institution. The sukuk optional transferred is appropriate for the
following years.
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Chart 1.2
The form of sukuk al-intifa’ publication based on waqf
_—
(nadzir/IWB) (developer/contractor)

W

(wagf land built for

building)
(the special purpose vehicle (SPV)

W

C———>> Process line

» Cash flow line

(Investor)

Information:

1. Nadzir/IWB/waqgf management rents the wagf land that they manage to the interest
developer by using the concept of BOT. The agreed rented payment is supposed to be
paid to the developer in form of building, not cash.

2. a. The developer establishes a building that is needed on the waqf land.
b. The developer pays the tax for the land rented.

3. The developer is renting an asset to SPV.
4.  SPV processes sukuk publication and release sukuk al-intifa’ by using ijarah contract.

5. The investor is ready to rent the asset and pay the monthly or annual fee to SPV until
the due time.

6. SPV pays the asset price to the developer.

7. The developer has an obligation to give a building to nadzir as the renting fee for the
wadf land managed until the due time. Payment system isn't conducted monthly or
annually, rather after the rent period is over.

BOT scheme gives benefit for waqf institution as the asset owner that is the established building
or other assets will be developed without need to be financed. BOT scheme also gives ownership
guarantee of the waqf asset preservation permanently to the wagf institution. However, there
are some weaknesses of using BOT scheme in developing the investment waqgf. BOT scheme
needs the developer to build the waqgf asset that is followed by the asset operation and then
re-transfer to the waqgf institution in the due time. Based on this scheme, wadf institution will re-
develop the waqgf asset such as an office building, after the BOT contract development has done
in 25 years. In this situation, wadf institution finds some risks if the following condition:

1. Assetthat has been developed will be transferred to the wagf institution in the expired
time.
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2. Assetis possibly developed in inappropriate time.

3. The changing of business environment in the investment wagf cannot be predicted.
For an instance, when a project may have a high request in the leasing period, but
the asset that has been transferred to the wagf institution changed into unfortunate
situation for business related to that investment waqgf (Kholid et al., 2009).

Basically, the long-term business perspective in the BOT contract will decrease the risk of wagf
institution. Based on the aforementioned risks that is possibly faced by the waqgf institution, the
wagf institution should be able to anticipate it. There are some preventive actions that should
be done, that is the wagf institution should predict the future situation in which business and
economic environment relate with the investment project and the wagf land should ensure the
agreement with the developer about the waqf asset preservation that is developed to avoid
inappropriate condition from asset when it is moved to the waqgf institution

The Right of Sukuk Profit

Since sukuk is an investment certificate, the main motivation from the parties that is involved in
sukuk contract obtains the profit from the cooperation activity. Some of the sorts and the ways
to obtain the profit are elaborated as follow:

a. Nadzir/IWB/wagf management, obtain the whole of ownership right to establish the
building on the waqgf land based on the agreement after the due time.

b. Developer obtains the profit, besides obtains the cash easily he also obtains the profit
from the ongoing project by using cash obtained from asset securities.

c.  SPV will obtain the profit. It depends on the situation where he puts the role in the
publication of sukuk certificate. Since the position of SPV party as the representative
of the developer, thus the profit will be in form of ‘ujrah.

d. Meanwhile, the sukuk holder acts as the trader who put the financial capital, thus
the profit will be obtained based on sukuk contract that has been invested. Since the
investment is in the contract of sukuk ijarah, the profit that is obtained from renting the
asset will be paid by the developer in the certain contract period time (Wahid, 2010,
pp. 171-172).

The Right of Asset Ownership

In the sukuk contract, the originator usually has a right to re-obtain the asset if the investor
sells that asset that is known as the bay’ al-wafa’ (sell it back) (Al-Masri, 2006). In this concept,
however, it uses sukuk al-intifa’ based on ijarah agreement to re-obtain the asset is asset nadzir/
IWB. Basically, the one who becomes the underlying assets is in the form of “profit”. In addition,
the investor and the developer will take the profit from the wagf land and establish the building
simultaneously.

Product Implication of Sukuk Based Waqf

The form of sukuk product has given huge implication toward the index market development,
such as Jakarta Islamic Indeks (JIl) in Indonesia, Labuan International Financial Exchange di
Malaysia and Bahrain Monetary Agency (BMA) in Middle East. Instead, the present of index
market has been able to give valuable declaration to the investors to find out the product of
capital financial market in more perfect way and also be able to give the passion to the investors
to self-involve in the product of capital financial in order being more increase. It can be caused
the investors have the variety optional alternative in implementing the investment to give an
ease for investor in conducting liquidity of sukuk asset.

Sukuk market has been raised in this recent decade, this happened because some sukuk products
have been grown in the developed countries with the majority society is Muslim, such as Bahrain
which publish domestic sovereign fixed-rate ijarah and salam sukuk, followed by the publication
of non-expert and private sukuk in some other countries (Wahid, 2010, p. 234). AImost the last
two decades, the sukuk publication as an alternative of payment source both of by corporation
and country have been rapid development. Based on the data from Islamic Financial Information
Service (IFIS), on 27 June 2014 the total of sukuk publication around the world has achieved USD
683,8 billion or equal by Rp 8.277 billion (1USD=Rp12.103). It is increase highly if it is compare
with the total of publication in 2004 that achieved USD 8,2 billion.
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Source: Islamic Finance Information Service (IFIS).

The value of sovereign sukuk of USD 397,8 billion, the majority of 87%
is dominated by the sukuk publication from the South-East Asia that
reach USD 346,14 billion. The next is followed by the sukuk publication
from Middle East that reaches USD39, 97 billion, or equal by 10% from
the total of sovereign sukuk. There has been the publication of sovereign
sukuk in Eropa (Jerman, Inggris, Turki) has reached USD 4 billion or equal
by 1,02% from the total of sovereign sukuk around the world.

Sovereigh Sukuk per Region

Middle
East,
39,970,

10%

Europe,
4,043, 1%,

South Asia,
6,342,2%

Africa,
1,394,0%

Source: Islamic Finance Information Service (IFIS).

The publication of sovereign sukuk has been conducted at the 15 countries around the world.
Indonesia as the biggest country that inhabited by the Muslim around the world becomes
the country that publish the second greatest of sovereign sukuk in the world, by the total of
publication of USD 19,16 billion.

Sovereigh Sukuk Issuance Worldwide
(million USD)

Malaysia 323,982
Indonesia j— 19,162
Qatar 17,952
Bahrain mem 12,203
United Arab Emirates s 8,355
Pakistan [ 6,342
BruneiDarussalam ® 4,067
Turkey ® 3,641
Sudan 1,086
United Kingdom 340
Yemen 250
Singapore 193
Gambia 185
Germany 123
Nigeria 62

50,000 100,000 150,000 200,000 250,000 200,000 350,000

Source: Islamic Finance Information Service (IFIS).

Indonesia is in the third position in the world with the greatest total of publication that reach
USD 4,15 billion (the total of international sukuk publication with denominated US Dollar).
Indonesia has been able to surpass Malaysia in the fourth position by the total of publication
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USD 4 billion. The greatest publication of international sovereign sukuk is dominated by the UEA
countries of USD 7,4 billion.

International (Foreign Currency) Sovereign Sukuk Issuance
(million USD)

UEA 7,475
Qatar 4,700
Indonesia 4,150
Malaysia 4,000
Bahrain 3,388

Turkey 2,750
Pakistan mmmmm 600

0 1,000 2,000 3,000 4000 5000 6000 7,000 8000

Source: Islamic Finance Information Service (IFIS).

Regarding to this, sukuk based waqf has been developed in the developed countries, such as
Singapore and Saudi Arabia. The beginning of wagf asset establishment located in Bencoolen,
Singapore which is the first trial that is conducted by MUIS by using sukuk musyarakah as
the concept of building payment. Besides that, saving of wagf fund (MUIS) also makes some
donation in form of waqgf land included the number of financial assisting that is totally SD 4.719
million. The saving of wagf fund (MUIS) has donated a waqf land by the value of SD 3,18 million
and also the cash for SD 1.539 million (Fahruroji & Arifin, 2015; Osman, 2012). The similar thing
happened to Zam-zam Hotel in Makkah for USD 390 million that is built beyond the wagf land
of King Abdul Aziz in size 91.326 square.

Quoting what has been said by Imam Malik in the theory of al-maslahah al-mursalah, which
means seeing the consideration of the society’s benefit or the public importance that is also
supported by the theory of utility economics, which is led by Jeremi Bentham, that is the
purpose of law or legislation made is supposed to be allocated for the society. In this case, it is
known that the law renewal of wagf in Indonesia are in the positive law determinate, beside the
determinate of figh law with the nature of zhanniyatud dalalah that is recognized has been able
to accommodate the society necessary (M. Huda, 2012; Yasir, 2009). Socialization to the society
should be maximized and the renewal rules establishment for waqgf concept that is collaborated
with others instruments that is able to optimum the wagf asset, such as sukuk.

There is an investment model that can be used to manage productive waqgf, can be in form
both of direct investment at the real sector and monetary instrument. The whole chance of
investment is very feasibel to be applied in Indonesia. In a research, this can be beneficial for
wagf management institution to optimum the function of investment (Bayinah, 2012).

Conclusion

Sukuk shows great potential for the development in the global market of Islam Capital financial
that is very important for Islam financial industry. The emergence has attracted people’s interest
in the project funding for the public and private sector, which is included to infrastructure, such
as road, bridge, harbor, airport and etc.

The sukuk establishment that fulfills Islam syariah as like jjarah can be the base to increase the
cooperation in Muslim countries and financial market by utilizing the wagf asset. In sukuk ijarah
based wadf, there are at least four parties involved, thatis: (1) IWB or nadzir, (2) developer, (3) the
special porpose vehicle (SPV) as the sukuk ijarah publication, and (4) investor. The development
to the waqf property commercially is conducted beyond the waqf land that is managed by IWB
or nadzir by using the concept of build, operate and transfer (BOT) through the sukuk al-intifa’
publication. Finally, it will be rented to the investors as the profit user with contract agreement
of ljarah mawsufah fi Zimmah.
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